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RESEARCH ON THE ECONOMIC EFFECTS OF
INCREASED DOMESTIC DEMAND FOR DEFENCE EQUIPMENT

Honoka KUSAKABE, Yuichiro KAWABATA and Satoshi FUJII

Since 2000, domestic defense companies have been withdrawing from the defense industry one after
another. The development, manufacture, and maintenance of defense equipment require special and ad-
vanced technical capabilities and facilities, and once the domestic defense industry loses its industrial base,
it will take many years and enormous costs to recover. The decline of the defense industry is problematic
from both industrial and national security perspectives, and may be economically undesirable. Therefore,
in this study, we create a new table that makes the defense sector independent from the conventional input-
output table in order to clarify the economic ripple effects of domestic procurement of defense equipment
on other industries. Using the table, we conducted a simulation of the case where defense expenditures are
increased from the current 5 trillion yen, and a specific verification of whether the domestic procurement
of defense equipment is more effective in stimulating the domestic economy. As a result, the amount of
ripple effects from an increase in the defense-related budget in 2023 is 2,724.9 billion yen.



